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LETTER FROM THE CHAIRMAN

DEAR FELLOW SHAREHOLDERS
MAR

AMERICAN ELECTRIC POWER HAS SUCCESSFULLY NAVIGATED CHA LENGING YEAR

Washjn ton DC 2O5AND EMBARKED UPON ANOTHER WE REACTED QICKLY AND EFFE

SUDDEN ECONOMIC DOWNTURN IN 2008 AND WERE ABLE TO MAINTAIN OUR FINANCIAL

STRENGTH AND FLEXIBILITY ALTHOUGH OUR STOCK VALUE LIKE THAT OF MOST

PUBLIC COMPANIES DECLINED MARKEDLY AND WE INTEND TO REMAIN STRONG AND

AGILE IN 2009 DESPITE THE CONTINUED WEAKNESS IN THE ECONOMY

While the business climate has changed TOTAL SHARIHOLDER common stock was disappointing
RETURN

our chief priorities have not AEP is -25 percent This does not compareSP 500

committed to protecting your
invest-

AEP UtHs SI
500

favorably to the 13.1
percent return

ment and
providing reliable efficient that AEP delivered in 2007 but it

service to our customers passed the performance of the electric

We also are committed to pro- utility sector and the broader market

viding safe work environment for our last
year

employees Im thrilled to be able to tell

25%
Our 2008

earnings
also outpaced

you that no AEP employee lost his or prior-year results AEP reported 2008

her life while on the job in 2008 the ongoing earnings
of $3.24 per share

same as in 2007 and our overall safety performance at the high end of our earnings guidance range
for

continued to improve the
year

and up from $3.00 in 2007 As-reported

John DesBarres AEP director and good earnings prepared according to Generally Accepted

friend who passed away late last
year was champion Accounting Principles or GAAP totaled $3.43 per

of employee safety efforts Our
progress

in this criti- share in 2008 compared with $2.73 in 2007 Con-

cal area is due in large part to his
strong advocacy tributing to our 2008 results were increased rates in

The health of our nations economy is inex- five of our states new contracts with municipal utili

tricably linked to dependable affordable electricity ties and rural electric
cooperatives and the positive

supply The value of electricity extends far beyond the impact of large industrial customer operating at

conveniences and enhancements it brings to our lives full capacity

it is the
very lifeblood of our economy and our way We are projecting ongoing earnings per

of life as nation share of $3.00 to $3.40 in 2009 reduced from our

Clearly AEPs
well-being is intertwined previous forecast of $3.20 to $3.50 per share We also

with that of our stakeholders revised our long-term growth rate to between per

Despite the tough year
AEP shares

per- cent and percent annually down from
percent to

formed better than the overall stock market in 2008
percent

These revisions are based on our expecta

Our total shareholder return reflecting changes in tion that the economy will remain soft that our 2009

AEP stock value as well as cash dividends on our sales will be similar to 2008 levels and that capital
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investment in our infrastructure will be lower than manage the
impacts

of government policy changes

previously projected
because of capital market condi- Some of the changes introduced by the Obama

tions Our 2009 earnings guidance also reflects the administration surely will affect us but it is too early

uncertain outcome of our pending rate case in Ohio to know how or when

After three consecutive
years

of increased We
expect

that prices of some commodi

dividends on AEP common stock our board late last ties will remain higher in 2009 than in recent years

year
elected to maintain the quarterly dividend at 41 although we believe prices will not rise as much as

cents per
share Our current dividend level provides

last
year

Increased interest
expense

and pension costs

an attractive yield of approximately percent
also are likely But mandatory contributions to our

Uncertainty about the timing
of an eco- pension plans are not anticipated in 2009

nomic recovery
has caused us to tighten

controls on We continue to strive for debt ratio below

spending We plan to keep operations
and mainte- 60

percent
of total capitalization on credit-adjusted

nance costs relatively flat and trim our 2009 capital basis AEPs debt at year-end 2008 represented 61

investment budget by $750 million reduction of
percent

of adjusted capitalization

about 23 percent
from our earlier projections

and 35 Achieving timely regulatory recovery
for

percent
from 2008 expenditures We will match our our investments in electricity infrastructure is key to

capital spending to our cash flow as closely as possible executing many of our plans for 2009 and beyond

This plan will delay certain projects
such but we recognize that these are challenging times for

as some planned new natural
gas generation

but will AEP our customers and our other stakeholders

not materially impact our operations
and will not AEP remains among the lowest-cost dee

sacrifice safety or reliability tricity providers in the 11 states we serve even with

Reducing our capital spending should lessen approval
of

higher rates in some jurisdictions last

our need to access credit this
year

Our decision last year Regulatory activity in 2008 resulted in rate in-

fall to draw $2 billion on our existing credit facilities creases totaling $527 million exceeding our target of

is helping to ensure sufficient cash balance for much $518 million

of 2009 but our cash flow has dropped below the We
expect

decision
very

soon in Ohio on

level associated with our current credit ratings
and pending rate plan that will determine the extent to

must be addressed which Ohio Power Company and Columbus South-

Our ability to access credit and the cost of em Power Company can recover generation costs

that credit hinge largely on the strength
of AEPs starting this

year
The plan stems from legislation en-

credit
ratings

It is absolutely critical that we main- acted in 2008 to change how the states electric utili

tam or enhance our overall ratings and the
ratings

of ties are regulated Because Ohio accounts for nearly

many of our subsidiaries one-third of AEPs retail revenues the outcome is

Credit quality matters today more than ever very significant

in terms of access to long-term capital
markets and We were extremely fortunate last

year to

short-term commercial
paper

markets It provides gain approval to build the nations first ultra-super

financial and strategic flexibility and an ability to critical coal-fired baseload generating plant The
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600-megasvatt Turk Plant in Arkansas will meet the AEP the
pioneer of 765-kilovolt extra-high

growing
demand of our Southwestern Electric Power voltage transmission advocates firmarion of na

Company SWEPCO customers with greater
tional interstate tiansmission system to help assure

efficiency and emission reductions than existing liability of the U.S electricity grid economic growth

pulverixed coal technology and full exploitation of our nations renewable
energy

Ve look to carbon
capture and storage ad- resources Ve believe development of new transmis

vanced
energy storage technologies and demand-side sion holds potential for attractive investment growth

management and
energy efficiency measures to help given

reasonable regulatory policies for allocating

meet demand and lower greenhouse gas emissions and
recovering costs

over the long term Our carbon
capture arid storage

AEP seeks
appropriate policies in Washing-

demonstration
project using

Alstoms chilled am- ton to support transmission development have

monia
process

is scheduled to be
operational at our made strides in this

quest through partnerships with

Mountaineer Plant in West
Virginia

this fall other companies and collaboration with regulators

Ve have made significant progress on our within our traditional footprint and beyond The

commitment to add 1000 megawatts of wind gen-
Federal

Energy Regulatory Commission FERC

eration through power purchase agreements in our has approved incentive rates for three of our planned

eastern footprint by 2011 another means of reduc- transmission
projects

and an order is pending on

ing greenhouse gas emissions In fact we are already fourth project

only 100
megassatts

from our goal In the
energy distribution area AEP con-

One of the two units at our D.C Cook tinues to develop an initiative called gridSMARP1

nuclear plant has been out of service since last Sep- in conjunction with GE Energy Our plan using ad

tember when the main turbine and
generatoi were vanced technologies will allow customers to better

damaged by severe vibrations likely caused by bro- control their electricity usage
and will help shorten

ken
low-pressure turbine blades We expect the unit or eliminate many customer outages

to return to service as soon as September 2009 or in gridSMART pilot project launched last

2010 depending on whether the turbine rotors can year
in South Bend md has provided 10000 cus

be repaired or must be replaced We anticipate that tomers with smart meters and associated rate in

most of the cost will be recovered
through insurance centives to help them manage their

electricity costs

vendor warranty or the regulatory pioeess
We need regulatory support

from our states before

we move forward with broader deployment
Rim 1iviRsii

have aheady mentioned our safe work re
cos Lg te Ntura Ga

66% 23% cord last
year

Back-to-back
years

without an employ-

cc fatality represent
first for AEP

during
the many

decades we have recorded safety data But not every

Wnd Hydro employee or contractor returned home without harm

Storage during 2008 So we will focus harder on changing be

haviors and on preventive and corrective actions to
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improve safety and health
____________ pipeline business Our board misses

We continue to iecognizc _________
his leadership his intelligence his

employees whose extraordinary ef-
_________________________

warmth and his graciousness more

forts help those in life-threatening _____________
than can express

circumstances The Chairmans Life The John DesBarres Safety

Saving Award was presented to Ron- and Health Excellence Award will be

me Clinton SWEPCO employee presented for the first time in 2010

based in Louisiana and Jim Clements based on business-unit performance
John DecBanv

and Adam Cumings of AEP Ohios in 2009 This annual award will hon
OUR BOARD MISSES

Ohio Valley District The trio helped or one AEP business unit based on its

HIS LEADERSHIP HIS
rescue men who were trapped under employee safety performance during

INTELLIGENCE HIS
or inside their vehicles in two scpa-

the
past year

and its eftort toward

rate incidents
WARMTH ANI HIS

meeting long-term safety goals over

Im delighted to note GRACIOUSNESS MORE three-year period

the addition of two new mem- TFIAN CAN EXPRESS Fom Hagan executive vice

bers to our Board of Directors in president AEP West Utilities re

the
past year John Thrner who was elected to the tired last year Fe appreciate his dedicated service to

board in July was formerly an assistant
secretary

the company Venita McCellon-Allen who had been

of state for Oceans and International Environ- president and chief
operating ofEcer of SVEPCO

mental and Scientific Affairs and also headed The succeeds Tom in that post

Conservation Fund His
expertise

in helping busi- Finally let me say
how much appreciate

nesses operate in more sustainable
ways

is extremely your support
and that of all our stakeholders includ

valuable to us ing our customers our communities our employees

Sara Martinez Tucker was elected to the our regtilators and our policymakers We are striving

board in January 2009 She has served as undcrsecre- to operate as effectively as we can in very challenging

tary of the U.S Department of Education president environment which we have done before
during our

and chief executive ofEcer of the Hispanic Scholar- 102-year history and doubtless will do again Please

ship Fund and regional vice president for ATT be assured that
protecting your investment and

help-

Global Business Communications Systems Her var- ing it grow despite the environment in which we

ied experience in the public and private sectors will are operating
heads our 2009 agenda Thank you

benefit our board and company greatly for your patience
and your continued support

am saddened by the passing of John Des

Barres He had served on the board since 1997 and

had chaired the Hunun Resources Committee since

2001 Before that he was chairman of the Nuclear MIC MORRIS

Chairman President and Chief Executive Officer

Oversight Committee have known John since the

l980s when we worked together in the interstate March 62009
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We are connected to our

customerslives in nearly every

aspect of daily living

Flip switch turn knob or press button and we The link between electricity use and the

instantly have lights
sound or some other conven- omy results from many factors including changes in

ience that electricity provides us Electricity makes population advancements in electric technologies

our lives easier and better Indeed we depend on it and the comparatively stable price of electricity

for almost everything we do It is virtually impossible U.S households use more electricity today

to imagine
life without it than ever but the

portion
of our budgets dedicated

When Thomas Edisons first power plant lit to electricity bills has declined Thats because dee

up 800 bulbs in New York City tricity prices unlike the prices

in September 1882 the world OUR NATIONS DEMAND for many other goods did not

changed forever FOR ELECTRICITY IS AT AN keep pace
with inflation for

In addition to all that dcc- many yearsALL-TIME HIGH AND IS

tricity
contributes to our individ- From 1987 through 2007

PROJECTED TO GROW AT

ual lives and to society it makes electricity prices increased an

LEAST 30 PERCENT

possible literally millions of jobs average
of 1.8

percent per year

WITHIN THE NEXT
in host of industries in the U.S while inflation grew at rate of

and across the globe It fuels the
25 YEARS

3.1
percent per year

economy in countless ways
The electric system

infra

Our nations demand for electricity is at an structure needed to supply the way of life we expect

all-time high and is projected to grow at least 30 per-
and enjoy is complex and intricate and the resources

cent within the next 25
years according to the U.S unquantifiable Designing building purchasing op

Energy Information Administration Growth in dee- crating and maintaining everything
that infrastruc

tricity use has tracked growth in the gross
domestic ture comprises represent huge investment in human

product the nations main barometer of economic and financial capital
Americas electric companies

health more closely than any other source of
energy employ more than 400000 people

and
pay

billions

since World War II of dollars in tax revenue annually
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U.S houscholds rise more

electricity than ever but the

portion of our budgets dedicated

to ciectricitylLisdeclined

AIP and other electricity providers face ed to remain so regardless of the outcome of pending

steadily increasing costs to generate and deliver dcc- rate cases in the companys jurisdictions

tricity While electric companies work to
improve

Edison Electiic Institute FEI the profes

their efficiency and contain costs in order to keep sional association representing the nations investor-

electricity prices as affordable as possible the reality owned electric utilities compiles information about

is that higher prices are inevitable Even so electricity typical customer bills and
average prices of electric

is one of the best values available to U.S consumers service for customers of investor-owned utilities

That is especially true within AEPs il-state EEl data show that for the 12 months ending

service territory AFP operating companies rank June 30 2008 AEP units consistently ranked among

among the lowest-cost providers in their respective the lowest-cost electricit providers In fact Appala

states ilsis is the case even sshen
considering the cost chian Powers customers in Tennessee had the lowest

of investments to improve
the environmental

perfor- average
residential rate of F8 investor-owned utility

mance of AEP generating
facilities And it is expect- jurisdictions 5.35 cents per

kilowatt-hour Six ALP

ii St It xi sit 11 \ii DiSc lax

1995 2005
ectr ts ectr tax

i/er Othcr
59

9.3% 95%

urarcePersxis Housng rLxrdEctFers Hxxsrg

9.2% ext u/ag 11.2% 4fiJI4.P0 ext Fud ug

ectr city AIIti ecth
ly

Hex Car
297%

Fex Hare
30.2/o

5.4% 570/0

Extetaratri Ertevarroxi

Eu Bexeraje Trar uportat xl Beveiage Tranpoitatior

14.8% 18.6% 137/o 18%

Hource Bureau of abor Statistics
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AFPjurisdicuon

consistently rank among
the lowcst cost

eletricity PrOVI CS

jurisdictions fell within the 13 lowest cost providers ALP utilities based on 1000 kWh
usage per month

of electric service to residential consumers all at an were lower in many cases than statew ide
average typi

average rate of less than cents
per

kilowatt-hour cal bills Rate adjustments have become eftctive in

For the same 12-month period ALP juris sescral ALP jurisdictions since then and additional

dictions accounted for four of the nine lowest-cost cases are in
progress

and not yet
resolved

providers to commercial customers and three of the Typical bills for ALPs commercial and indus

seven lowest-cost
providers to industrial customers trial customers as of July 2008 also fell well below

ELI reported that typical monthly bills in the statewide
averages

in most instances

effect as of July 2008 for residential customers of An emphasis on energy efciency is one

CUSS OSIERS TYPIt At Eli IS VI RSUS Hi AIERAGI RI SiLl NI IAI Dii iN 4EP Si 5115

As o/July 2008

ARKANSAS $90.15 MIcH1GAN$9746 TENNESSI \iR INIA 583.88

SWLPCO 960 INn ANA MICi IGAN Avvai thAN hR PP SC IAN owr
Powiis 65 589

INDIANA $95.12 St.Joseph and AEP is the only

INDIANA Mici SCAN 36658 Three Rivers investor-owned utility IIEST VIRGINIA

PowisR %6/ doing business in the state $72.40

OHIO $112.53 Avi SCHIAN Pow

KENTUCKY $77.38 AFI OHIO $82 50 TEXAS $108.91 28

ISIN1UUKYPOWLR Ohio Power and SWIPsO s8o9i

$10 15 Columbus The statewide
average was

Southern Power for customers of utilities

LOUISIANA.- $115.38 outside the geographic

833 38820 OKLAHOMA $94.79 region covered by the

Puntic SLRVIC states deregulation law

Cosi vwYoa

OKLSIRM $10o31

hource Edison Electric Institute

AEP utilities shown in red

10
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We will be working with our

state regulators to implement

programs that help customers

manage their electricity usage

feature of the new administrations recently passed forging tighter bond between the company and its

stimulus bill AEP will be working with its state regu- stakeholders as well AEP considers sustainability

lators in the coming months and
years to implement long-term business

strategy that enhances opportu

programs
that help customers manage their electricity nines to deliver

greater shareholder value by putting

usage and control their costs another means of
pro- people first protecting

and
respecting

the environ

viding
value AEPs gridSMARTSM initiative aspires ment managing the companys impacts

and solicit-

to these
goals while also boosting ing

stakeholders
perceptions and

distribution
system reliability THE GRIDSMARTSM expectations of the company

The gridSMART plan PLAN WILL PROVIDE
detailed exploration of AEPs sus

will provide customers with
tainability efforts will be providedCUSTOMERS WITH GREATER

greater
control over their

energy in the third annual Corporate
CONTROL OVER THEIR

use through use of smart meter- Sustainability Report to be
pro-

ENERGY USE THROUGH
ing programs It also will use duced later this

spring
The

report

THE USE OF SMART
advanced technologies to more will be available at AEP.com

quickly identify potential prob-
METERING PROGRAMS AEP also is connected to

lems with the electricity delivery its customers through its role as

system preventing or greatly reducing the duration community partner
In 2008 the company made

of disruptions While the economic downturn has community investments totaling more than $17 mil

caused more cautious approach to pursuing new lion including support
for nonprofit and community

investments efforts are under way in several of AEPs organizations and for student and teacher
learning

states to gain regulatory approval of customer pro-
The American Electric Power Foundation which

grams aimed at reducing electricity demand was launched in 2005 also made
grants

of more than

AEPs
increasing

focus on sustainability is $11.6 million in 2008

13
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E7e had
many accomplishments in 2008 inclnding strong Expanding our generating fleet while complying with

earnings despite the economic climate Our basic earnings potential new emission restrictions the construction

pet share increased in 2008 to $3.e3 per share We completed of future plants

construction of ness generating units at out Southwestern Weather-related ssstem reliability and utilrxatiOn

Sration and Riverside Station in Oklahoma and continued

construction of the Siall Unit Turk Plant and Dresden NEW GENERAl ION

Plant generating facilities irs Louisiana Arkansas and
Projected Commercia Curnolative

Ohio respectively We also continued our pursuit of joint Operatioc Date Megawatts MW
enture opportunities to invest in transmission facilities in

at 938 MW

PJM Interconnection blectric
Reliability

Council ofexas
28MW

FRCOT and other regions

ccxl ned
eye .- 1680 MW

daslJ80MW

BASIC EARNiNGS PIR SHARI 201 110 MW
Olin optic ci

$3.43 cc 600 MW 20 501 MW

$254
$2.73

I.e truct ccipc Is spe dlgie9Jntoryapp 0530

AlP ass owl approxo ate y3 or 440 MW

Ba en nqs Cl xi

RECI LATORY ACT IVI II
2001 2007 2008 elselt $343 n2008

In 2009 our significant regulatory actisities will include

Achieving favorable regulators results in Ohio under Sen

OUTLOOK FOR 2009
ate Bill 221

5Xe remain focused on the fundamental earning power ofour
Maintaining adequate returns in APPs retail jurisdictions

utilities and are committed to maintaining our credit quality by filing
for rate increases where necessary

and liquidity lo achieve our goals we plan to
ontinuing progress on major transmission projects by

Hold operation
and maintenance cxpersse relatively

flat as
Securing favorable regulatory treatment for trains

compared to 2008 mission projects

Significantly reduce our capital expenditures while con
Obtaining successful outcomes in

siting
and right-of

tinuing consti ucuon of additional new generation vs
ay filings

Aggressively seek rate relief by developing rate plans Seeking proper cost recoser vs thin and across regional

that obtain favorable and timely re solutions to our rate transmission organizations

proceedings

Continue developing strong legulatory relationships CAPITAL MARKLIS

through operating company
interaction with the various As result of domestic and world economic slowdoss ins in

regulatory bodies 2008 the financial markets have become increasingly unsta

ble and constrained at both global and domestic level Ibis

Ihere are nevertheless certain risks urd challenges that
sssternnic risarkctpl ice distress is impactirng our access to capi

must be overeonme including tal liquidity asset valuations irs our trust funds the credit

Domestic and international economic slowdovs Os worthy status of customers suppliers and trading partners

Access to capital nnatkets to support our proposed capital and our cost of capital Our financial staB actively manages

expenditures these factors with oversight from our risk committee Ohe

Irstervention by consumer advocates in current and future uncertainties in tine capital markets could base significant

state arnd FERC regulatory proceedrrngs who try to keep implications because we rely on corstinuing access to capital

rates down at the
expernse

ofa fair return to lurid operations and capital expenditures

Wholesale market volatility The curreint credit markets are
coristrairning

our ability

Tine retrrrrs to service of Cook Plant Unit and overall
to issue ness debt

rrncludiing
connmercial paper and to refi

plaint
as amiability riance existing debt We carninot predict the length of timnne tine

1slarnaging our overall
gerneranirig

fleet to maxirisize Our
curmernt capital nnarket situatiorn will cornnirnue or its impact

ofl2systcmn sales opportunities despite the loss of produc on future operatiorns and our ability to issue debt at reason

trorn from Cook Plant Urnit able interest rates If market coinditiorns insprove we plain to

Fuel cost volatility and tinnely
fuel cost iceos cry

includ
repay portiomns of tine amounts drawin urnder tine credit facili

ing related transportation costs ties and issue cornsinmercial paper and long term debt

Managirng the effects of potential enviroinmental legisla We believe that we have adequate liquidity to support

arnd regulation regardirng carbon dioxide and other our pianned
business

operatiorns
and cornstructiorn program

ensissions on our existing geineratirng
fleet

through 2009 due to the follow irig

11



We have $1.9 billion in aggregate
available credit faeil 2009 PROJECTED API rAL JNV STMI in nzlusoni

ity commitments as of December 31 2008 3hcse commit

ments include diffrent banks ith no one bank has

New ieee St SC rte

ing neore than lO0o of our total hank commitments In $235 $89

April 2009 8338 million of our $1.9 billion in as ailable

credit facilit commitments ill expii As ofDecember 31
iveon is bi vi

2008 oui total cash and cash equivalents were S1 million $436 $686

Of our $16 billion of longterm debt as of December 31

2008 approximately $300 million ill mature in 2009 oo Ge swat or irans

approximately l9c ofoui outstanding long-teim debt as
$606 $532

of December 31 2008 We intend to refinance these

maturities The $300 million of 2009 maturities exclude

payments
due for securirization bonds that vvc recovei Ave irts xc it Al SIC Ve lure JV xx Lets

St rested JVt at ri sear xpstmcr 2009 approxorat $50 is

ciirecnp 1mm ratepayers

We ill receive fan otable
earnings

and cash flow
impact

in 2009 due to base rate increases in Oklahoma and COOK PLANT LNIT JIRE AND SHUTDOWN

Virginia and an expected base rate increase in Indiana In September 2008 we shut doss Cook Plant Unit due

We are cuiiently awaiting decision on the Ohio Fleetric to turbine ibrations likel caused by blade failure which

Secuiitv Plan LSP filings
resulted in fire on the electric

generator lisis equipment

We believe that our projceted cash flows fiom opcrating located in the turbinc building is separate and isolated from

activities are suthcient to support oui ongoing operations the nuclear reactor Repair of the
property damage and re

placement of the turbine rotors and other equipment could

Approximatel\ $1.5 billion of outstanding long cost up to approximately $330 million should mccoy ci

term debt wi11 mature in 2010 excluding pasments due foi significant portion of these costs through the turbine yen

secuutisatrun lmmids that vs recover directly from
ratepayers

dots vvarranty insurance and the regulatori piocess Our

In conjunction ith the upcoming resolution of the Ohio cuitent analysis indicates that svith successful repairs and

SPs vs vs ill reevaluate our operating
and financial plans timely parts deliveries Cook Plant Unit could resunie op

which could possible include debt and or equity issuances erations as early as September 2009 at reduced
power

If the

cannot he repaired replacement of parts will extend

ECONOMIC SLOWDOWN the outage into 2010

hollow ing the indications of slowing economy in 200

the U.S economy experienced what some have labeled FUEl COSTS

financial crisis in 2008 These economic troubles mnepacted Coal prices increased by approximately 29o in 2008 due

and will continue to impact our residential commercial to see eral factors mr luding escalating market prices and

and mndusu ial sales as cli as sales opportunities in the increased demand pnmarrly in our eastern region as result

vvholesale market Most sections of omit service territories are of expiring low em priced coal and transportation contracts

experiencing slovvdoss ns in new construction resulting in beingmeplacedevithhrghem-pricedconmracts During2008we

otu residential and commercial customer base grossing at had price risk exposure in Ohio representing approximately

decreased rate Starting in the fonrmrh
quarter

of 2008 various 2Oo of onmr fuel costs For 2009 see expect our coal costs

sections of our service territories also experienced decreases to increase by approximately l5o We have active fuel cost

in indnmstmial sales due to reniporary
shutdovs its and redeiced

recovery
mechanisms in all of our jurisdictions except

Ohio

shifts by some of our
large

indristrial customers i7e expect We expect to have fuel cost recovery mechanism reinstated

these trends to continue throughout 2009 Air order on the Ohio FSPs is expected before the end of the

first quarter of 2009

CAPI IAI EXPENDITURES

Our capital expenditures for 2008 vs etc 8-i billion excluding RESULTS OF OPERATIONS

allow ances for funds used during constreretion AIUDC 00 hile our Utility Operations segment
remains our primary

Due to recent capital nramket
instability and the economic husrness segment our two other segments include A8

slowdown we reduced our planned capital expenditures for River Operations and Generation and Marketing

2009 by $750 million to $2.6 billion The reduction in capital

spendingevillmeduceoumneedro access thecapital markets in UIILLEY OPERAI IONS

2009 While mane of these cutbacks involve the delay ofeet- Generation of electricity for sale to U.S retail and whole

tarn capital projects into ferture
years

these reductions ill sale customers

not jeopardixe the reliability of the ALP System Projected Llectricity transmission and distribution in the U.S

capital expenditures for 2010 are currently under review
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AFt RIS OPERAT IONS of Huiricuies Ike and Gustis and other adverse operating

ommercial barging operations that annually transport conditions Additionally decreases in import demand and

approximately 33 million tons of coal and dry hulk com grain export
demand have resulted in lower freight demand

modities primaulv on the Ohio Illinois and losser Mis
largels

the result ofa slossing U.S economy

sissippi
rivers Approximately 380e of the barging is lot

transportation
of agricultural products 3Oo for coal ui ti ii YEN UFS B\ CLASS in rnzIlion

3o for steel and 9o foi other commodities Effectixe

July 30 2008 ALP Ml MCO ILCs name as changed $3991
$4267

to ALP River Operations LLC
$3 116

$2643
$2906

GENERATION AND SI xRKEF ING

Wind Grms and marketing and risk management aenvi

tics primarily in LRCO 2006 008 2068 2007 008

ResdentaI CommeraI

Al onsolidated Income Before 1iscontinued Op

erations and Lxtiaordinare oss in 2008 increased 8224
$2422

$2674
$2954

S2624 $2748

million compared to 2007 $2148

IN OME BEFORE DISCONTINUED OPERATIONS
06 007 2008 z005 2007 2008

AND LX RAORDINARY LOSS in mi//loom

ndustria WhoesaIe

$1368

$992
$1144 GENERATION AND MARKEI INC

Our Generation and Marketings Income Before Disconrin

ruor oBeforcdscort sued
ucd Operations and Fxtraordinarv Loss decrcaseo from $67

Dporatrrmrc .302 Extrairririury

million in 2007 to $65 million in 2008 primarily due to the
08 2007 7008 rcreascd to $1 388 mi on 2008

sale in 2007 of our equity insestmene in So ceny and related

1hc tollowing is discussion of segment results contracts sshich resulted in $37 million of after tax income

offset by higher gross margins from marketing activities and

UI ICIlY OPC RAFIONS
impios

ed plant performance and hedging activities from our

Our Utility Operations income Befoie Discontinued Op shame of the Oklaunion Power Station

erations and Extraordinary Ioss increased from $1031 mil

lion in 2007 to $1115 million in 2008 Favorable variances 511 OIlIER

ssere primauff due to increased retail margins resulting from Income Before Discontinued Operations and Fxtiaordinamy

rate increases implemented in Ohio Oklahoma Texas and Loss from All Other increased from $15 million loss in

Virginia and recos cry of environmental and
reliability costs 2007 to $133 million in 2008 WE had after-tax income of

in Virginia and construction financing costs in \Vest Virgin- $164 million from 2008 litigation settlement ofa purchase

ia Incremental margins were also realized from unfavorable
posser and sale agreement

adjustments recorded in 200 related to the 200 Virginia

base rate ease and the return of major industrial customer FINANCIAL CONDITION
in Ohio These fasomable sariances weic partially offset by in WE measure our financial condition by the strength of our

creased fuel and consumable expenses in Ohio the impact balance sheet and the liquidity provided by our cash flows

of the FLRCs November 2008 oider related to the System During 2008 sse maintained our strong financial condition

Integration Agreement for the allocation of off-system sales
as reflected by our issciance of $2.8 billion of long term

margins reduced
usage resulting from decreases in cooling debt primarily to fund our construction program refinance

degrees days and loss em industrial sales as result of the ceo auction-rare debt and retire debt maturities

nomie sloss doss and increased interest expense primarily Our ratio of debt to total capital increased from 6O.o

due to additional debt issued and higher interest rates on to 626o on GAAI basis in 2008 due to our issuance of

amiable rate debt debt to fund construction activities and our strategy to deal

with the credit situation by dmassing $2 billion from our

AEP RIVER OPFRAI IONS credit facilities

Our River Operations Income Before Discontinued Opera Aserage basic shares outstanding increased to -102

tions and Extraordinary loss decreased from $61 million in million in 2008 from 399 ntillion in 200 primarily due to

200 to $55 million in 2008 primarily due to rising diesel the mssuance of shares cinder our ineentise conipensation and

fuel prices travel restrictions caused by significant flooding dividend reinvetirent plans

on sarious internal ssatemways throughout 2008 the impact
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CONDENSED CONSOLIDATED STATEMENTS OF INCOME

Year Ended December31

In MillionsExcept Per-Share Amounts

2008 2007 VARIANCE

REVENUES $14440 $13380 $1060

EXPENSES

Fuel and Purchased
Energy 5755 4967 788

Other Operation and Maintenance 3925 3867 58

Gain on Disposition of Assets Net 16 41 25

Asset Impairments
and Other Related Charges 255 255

Depreciation
and Amortization 1483 1513 30

Taxes Other Than Income Taxes 761 755

TOTAL EXPENSES 11653 11061 592

OPERATING INCOME 2787 2319 468

Investment Income and Allowance for Equity Funds

Used During Construction 102 84 18

Carrying Costs Income 83 51 32

Gain on Disposition of Equity Investments Net 47 47
Interest and Other Charges 961 844 117

INCOME BEFORE INCOME TAX EXPENSE AND OTHER NET 2011 1657 354

Income Tax Expense 642 516 126

OtherNet

INCOME BEFORE DISCONTINUED OPERATIONS

AND EXTRAORDINARY Loss 1368 1144 224

DISCONTINUED OPERATIONS NET OF 12 24 12
EXTRAORDINARY Loss NET OF TAX 79 79

NET INCOME $1380 $1089 $291

WEIGHTED AVERAGE NUMBER OF BASIC

SHARES OUTSTANDING 402 399

TOTAL BASIC EARNINGS PER SHARE $3.43 $2.73 $0.70

WEIGHTED AVERAGE NUMBER OF DILUTED

SHARES OUTSTANDING 404 400

TOTAL DILUTED EARNINGS PER SHARE $3.42 $2.72 $0.70

CASH DIVIDENDS PAID PERSHARE $1.64 $1.58 $0.06

Full disclosure ofallfinancial information is included in

Appendix to the Proxy Statement
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CONDENSED CONSOLIDATED BALANCE SHEETS

At December31 In Millions

2008 2007

ASSETS

Cash and Cash Equivalents $411 $178

Accounts Receivable 1066 1117

Fuel Materials and Supplies 1173 967

Other Current Assets 1125 764

TOTAL CURRENT ASSETS 3775 3026

Property Plant and Equipment 49710 46145

Accumulated Depreciation and Amortization 16723 16275

NET PROPERTY PLANT AND EqyIPMENT 32987 29870

Regulatory Assets 3783 2199

Other Noncurrent Assets 4610 5224

TOTAL $45155 $40319

LIABILITIES AND SHAREHOLDERS EQUITY

Accounts Payable $1297 $1324

Short-term Debt and Long-term Debt Due Within One Year 2423 1452

Other Current Liabilities 2577 2385

TOTAL CURRENT LIABILITIES 6297 5161

Long-term Debt 15536 14202

Deferred Income Taxes 5128 4730

Regulatory Liabilities and Deferred Investment Tax Credits 2789 2952

Other Noncurrent Liabilities 4651 3134

TOTAL LIABILITIES 34401 30179

Cumulative Preferred Stock Not Subject to Mandatory Redemption 61 61

Common Shareholders Equity 10693 10079

TOTAL $45155 $40319
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December31 In Millions

2008 2007

OPERATING ACTIVITIES

NET INCOME $1380 $1089

Less Discontinued Operations Net of Tax 12 24

INCOME BEFORE DISCONTINUED OPERATIONS 1368 1065

Depreciation
and Amortization 1483 1513

Provision for Revenue Refund 149

Extraordinary Loss Net of Tax 79

Carrying Costs Income 83 51
Fuel Over/Under-Recovery Net 272 117

Changes in Working Capital 207 124

Adjustments for Other Noncash Items 138 23

NET CASH FLOWS FROM OPERATING ACTIVITIES 2576 2388

INVESTING ACTIVITIES

Construction Expenditures 3800 3556

Acquisitions of Nuclear Fuel 192 74

Acquisitions of Assets 160 512

Proceeds from Sales of Assets 90 222

Other Net 35

NET CASH FLOWS USED FOR INVESTING ACTIVITIES 4027 3921

FINANCING ACTIVITIES

Issuance of Common Stock 159 144

Change in Short-term Debt Net 1316 642

Change in Long-term Debt Net 950 1260

Dividends Paid on Common Stock 660 630

Other 81
NET CASH FLOWS FROM FINANCING ACTIVITIES 1684 1410

NET INCREASE DECREASE IN CASH AND CASH EQIVALENTS 233 123

CASH AND CASH EqUIVALENTS AT BEGINNING OF PERIOD 178 301

CASH AND CASH EQUIVALENTS AT END OF PERIOD $411 $178
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of American Electric Power Company Inc

We have audited the consolidated balance sheets of American Electric Power Company Inc and subsidiary

companies the Company as of December 31 2008 and 2007 and the related consolidated statements of income

changes in common shareholders equity and comprehensive income loss and cash flows for each of the three
years

in the period ended December 31 2008 We have also audited the effectiveness of the Companys internal control

over financial reporting as of December 312008 Such consolidated financial statements managements assessment

of the effectiveness of the Companys internal control over financial
reporting

and our reports on the consolidated

financial statements and internal control over financial
reporting

dated February 27 2009 expressing unqualified

opinions and with
respect to the

report on the consolidated financial statements including an explanatory

paragraph referring to the adoption ofFASB Interpretation No.48 Accounting for Uncertainty in Income Taxes

effective January 2007 and FASB Statement No 158 Employers Accounting for Defined Benefit Pension

and Other Postretirement Plans effective December 31 2006 which are not included herein are included in

Appendix to the proxy statement for the 2009 annual meeting of shareholders The accompanying condensed

consolidated financial statements are the responsibility of the Companys management Our responsibility is to

express an opinion on such condensed consolidated financial statements in relation to the complete consolidated

financial statements

In our opinion the information set forth in the accompanying condensed consolidated balance sheets as

of December 31 2008 and 2007 and the related condensed consolidated statements of income and ofeash flows for

the
years

then ended is fairly stated in all material
respects in relation to the consolidated financial statements from

which it has been derived

OI Ta.-d.a-P

Columbus Ohio

February 27 2009

MANAGEMENTS REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING

The management of American Electric Power Company Inc and subsidiary companies AEP is responsible for

establishing and
maintaining adequate internal control over financial reporting as such term is defined in Rule

13a.-15f and 15d-15f under the Securities Exchange Act of 1934 as amended AEPs internal control system

was designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of

financial statements for external
purposes in accordance with generally accepted accounting principles

Because of its inherent limitations internal control over financial reporting may not prevent or detect

misstatements Also projections of any evaluation of effectiveness to future periods are subject to the risk that

controls may become inadequate because ofchanges in conditions or that the degree ofeompliance with the policies

or procedures may deteriorate

Management assessed the effectiveness of AEPs internal control over financial reporting as of December

31 2008 In making this assessment management used the criteria set forth by the Committee of Sponsoring

Organizations
of the Treadway Commission COSO in Internal Control Integrated Framework Based on

managements assessment AEPs internal control over financial reporting was effective as of December 31 2008

AEPs independent registered public accounting firm has issued an attestation report on AEPs internal

control over financial reporting The Report of Independent Registered Public Accounting Firm
appears

in

Appendix to the
Proxy Statement
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SHAREHOLDER INFORMATION STOCK EXCHANGE LISTING The Companys common

stock is traded
principally on the New York Stock Exchange under

CORPORATE HEADQARTERS the ticker symbol AEP AEP stock has been traded on the NYSE

Riverside Plaza for 60
years

Columbus OH 432 15-2373

614-716-1000 DIVIDENDS The Company paid $1.64 in cash dividends on

common stock in 2008 all of which is taxable for federal income

AEP is incorporated in the State of New York tax purposes The Company paid 41 cents per share in all four
quar

ters AEP normally pays dividends on common stock four times

ANNUAL MEETING The 102nd annual meeting of year generally around the 10th of March June September and

shareholders of American Electric Power Company will be held December AEP has paid 395 consecutive quarterly
dividends on

at 930 a.m Central Daylight Time Tuesday April 28 2009 at common stock beginning in 1910

the InterContinental Stephen Austin Hotel 701 Congress

Avenue Austin Texas Admission is by ticket only If
you are NUMBER OF SHAREHOLDERS As of December 31

registered
holder ticket to the shareholder meeting will be on 2008 there were approximately 100000 registered shareholders

the Shareholder Meeting Notice that will be mailed to you If you and approximately 270000 shareholders holding stock in street

request Proxy Material Package be mailed to you the Admission name through bank or broker There were 406071256 shares

Ticket will be on your Proxy Card You may also call the Company outstanding at December 312008

for an Admission Ticket If
you

hold your shares through broker

please bring proof of share ownership as of the record date INTERNET HOME PAGE Information about AEP including

financial documents Securities and Exchange Commission SEC

INQIRIES REGARDING YOUR STOCK HOLDINGS filings news releases investor presentations shareholder informa

Registered shareholders shares that you own in your name should tion and customer service information is available on the Corn-

contact the Companys transfer agent
listed below ifyou have

ques- panys home page on the Internet at www.AEP.com

tions about your account address changes stock transfer lost certifi

cates direct deposits dividend checks and other administrative FINANCIAL AND OTHER INFORMATION Earnings and

matters You should have your
Social Security number or account other financial results corporate news and company information

number ready the transfer agent will not speak to third
parties

are available at our website www.AEP.com Hard copies of these

about an account without the shareholders approval or appropriate materials can be obtained via mail with written request to AEP

documents Investor Relations by telephone at 1-800-237-2667 or electroni

cally at klkozero@AEP.com

TRANSFER AGENT REGISTRAR

Computershare Trust Company N.A FINANCIAL COMMUNITY INQ3IRIES Institutional in

P.O Box 43078 vestors or securities analysts who have questions about the Com

Providence RI 02940-3078 pany should direct inquiries to Bette Jo Rozsa 614-716-2840

Telephone Response Group 1-800-328-6955 bjrozsa@AEP.com Julie Sherwood 614-716-2663 jasherwood@

Internet address www.computershare.com/investor AEP.com or Jana Croom 614-716-3175 jtcroom@AEP.com

Hearing Impaired TDD 1-800-952-9245 Individual shareholders should contact Kathleen Kozero 614-

716-2819 ldkozero@AEP.com

BENEFICIAL HOLDERS Stock held in bank or brokerage

account When you purchase stock and it is held for you by your INDEPENDENT REGISTERED PUBLIC

broker it is listed with the Company in the brokers name and this ACCOUNTING FIRM

is sometimes referred to as street name or beneficial owner Deloitte Touche LLP

AEP does not know the
identity

of individual shareholders who 155 East Broad Street

hold their shares in this manner we simply know that broker Columbus OH 43215

holds certain number of shares which may be for any
number of

customers Ifyou hold your stock in street name you
receive all div- RECEIVE ANNUAL REPORTS AND PROXY MATERIALS

idend payments annual
reports

and proxy
materials through your ELECTRONICALLY You can receive future annual reports

broker Therefore questions about your account should be directed proxy statements and proxies electronically rather than by mail

to your broker If you are registered holder log on to www.computershare.com/

us/ecomms If you
hold

your
shares in street name contact your

INTERNET ACCESS TO YOUR ACCOUNT If you are broker

registered shareholder you can access your account information

through the Internet at www.computershare.com/investor CORPORATE GOVERNANCE American Electric Power

submitted its Annual Certification of the Chief Executive Officer

DIVIDEND REINVESTMENT AND DIRECT STOCK to the New York Stock Exchange regarding the New York Stock

PURCHASE PLAN Dividend Reinvestment andDirect Stock Exchange corporate governance listing standards on May 2008

Purchase Plan is available to all investors It is an economical and AEP filed its Certifications of the Chief Executive Officer and

convenient method of purchasing shares of AEP common stock Chief Financial Officer pursuant to Section 302 of the Sarbanes

through initial cash investments cash dividends and/or additional Oxley Act of 2002 as Exhibits 31.1 and 31.2 respectively to its

optional cash purchases You may
obtain the Plan prospectus and Annual Report on Form 10-K for the fiscal

year
ended December

enrollment authorization form by contacting the transfer agent 31 2008 filed with the SEC on February 27 2009
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